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(On the record at 6:34 p.m.)

MODERATOR: Wél, | guesswell go ahead and get started. | usualy can spesk
loud enough for you to hear me, but if not, please wave aflag, or we do have some microphones
| canturn on. My nameis MODERATOR. I'm the field manager here at the Amarillo Feld
Office. And our stated purpose for this meeting, it's the first of five meetings that were intending
to hold acrass the country to get public comments on our helium regulations that we've kicked
off. In mid-December we had the helium registered -- the federa registered notice kicking off
the hdlium regulatory process that we're going through. And | believe the comment period goes
until March the 31<t. Isthat correct?

RESPONSE: March 26th.

MODERATOR: March 26th of 2001. And what I'm planning on doing right now is
just giving alittle bit of background of what we do here a the Amarillo Fidd Office, Helium
Operations, covering some of the more traditional BLM functions as well as the ones that weve
been doing for many years now.

Of course, our authorities are based on legidation that was passed back in 1925 and
before. More recently, of course, the Helium Act of 1960, which basicaly kicked off the
consarvation program. That gave the helium program the authority to purchase crude helium

from private crude helium extractors which we put into storage. Well tak alittle bit about the



10

11

12

13

14

15

16

17

18

19

crude hdium herein alittle bit.

More recently, the Helium Privatization Act of 1996, that basicaly directed usto just
cease the refining operations and dispose of dl operations, equipment, and property dealing with
the refining operations, but continue on the storage program and dispose of our crude helium
stockpile in a prescribed way.

Also, we have regulaionsin 43-CFR-16 and 3195. Sixteen are more genera
regulations that were put together probably in the 60s. | don't know the exact date on that. The
part 3195 dedls specificaly with our in-kind sdles. And well be discussng those in alittle bit
more here later on tonight.

Agan, the Amarillo Fed Office, we do more traditiond BLM functions, specificaly
the ingpection enforcement of al the oil and gas properties related within the newly designated
Amarillo Fidd Office. And I'll tak alittle bit more about it in the next dide. Also, land
management, we have, actudly, about 12 thousand acres of surface that came dong with the
helium program that well be managing according to BLM guiddines. Those two areas of our
operations are really not up for the regulatory arena. Those are more -- would be under the
guidance of the current existing BLM regulaions. However, the four hdium-related functions are

those that were putting our regulations together for. Them being storage and transmission, crude
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helium sales, resource evauation and gas analys's, and our helium produced from federa land.

Fird, the more traditional BLM functions, the inspection enforcement. Before October
1 of 2000, al of Texas, Oklahoma, and Kansas were covered -- were run out of the TulsaField
Office. With our office, the Amarillo Field Office, being moved under the Bureau of Land
Management three or four years ago, BLM then had an opportunity to run some of their
operations out of Amarillo, which was closer to some of the wellsin southwest Kansas and the
Oklahoma Panhandle.

Right now, we have a petroleum engineering technician thet is gationed in Amarillo.
And hell start to do the ingpectionsin thisarea. It was just more of alogistical means of
spreading out the workforce to put them closer to where the operations were.

Public land management deals primarily with the 12 thousand or so acres that the
government owns. The Cross Bar property is northwest of town here. Mogt of the other
government-owned resources are subsurface mineras within the Amarillo Fied Office area.
Again, in thisarea, were not redly looking at the regulatory environment, but it was just an
opportunity to educate the public and give them alittle idea of some of the things that were doing
herein Amarillo.

Thefirg of the four hdium functions that we do is storage and transmisson. We do
have agtorage field here. Mogt of you may or may not know, about 15 miles northwest of town,

there is a government-owned Cliffsde storage field. There's about 4.5 billion cubic feet of
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privately-owned helium in storage, alittle under 30 billion cubic feet of government-owned helium
in storage. That's the conservation helium that was purchased in the 60s and early 70s. That'sdl
surrounded by about 200 billion cubic feet of naturd gas that surrounds the crude helium
stockpile, both government and private.

Connected to thisfield is our crude helium pipeline. It connects both government --
well, used to be government -- but some government facilities and private and privately-owned
crude helium extraction plants and helium refineries. And these are dl connected to a 425 mile
pipeline network that terminates here at Cliffside and up here in Bushton, Kansss.

The triangles represent private helium refiners, and the blue circles are privatdy-owned
crude helium extractors. Often they'll be Situated next to one another because the crude helium
producers extract crude helium that the refiners often use. Whatever helium that's not used by
the refiner goes into storage, or it can be taken out of storage.

Also, some of the things that we're doing out at the storage field is putting in some
compression. Hereisapicture of the new compressor that, through a partnership with private
industry and the BLM, welve ingaled a privately-owned compressor that will be turned over for
us to operate and boost the gas coming out of the field and put into the pipdline to facilitate the
reddivery of the crude helium back to private industry.

We are looking at sometime down the road putting in a crude helium enrichment unit

which will help us manage the field alittle bit better. Hereésapicture of a cold box at one of the
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plants that would be smilar to the type of equipment that might be put in at Cliffsde. That's ill
in the planning stages, though.

One of the things that we would like to get out of these mestingsis any suggestions for
improving the processes that we currently use for storing the private helium in the storage facility.
But, by and large, the Storage and transmission part of our operations are run through contracts.
And we don't expect alot of regulatory guides to be developed because we're doing these
through our contracts.

The next area of main function of our operations are our crude hdium sales. We
garted these with our in-kind sales back in 1998 through our in-kind regulations, the part 3195
that | mentioned earlier. These regulations are designed to implement the Helium Privatization
Act when it comesto our crude helium stockpile. And they require usto el to refiners that sd
crude refined helium to government contractors and agenciesin equivaent amount of crude
helium from the reserve. And that's what we are doing now.

But it o -- the legidation, it directed usto sell down the stockpile no later than 2005
over graight-line bass until 2015. And that'samgor part of what these meetings are for isto
get your input and thoughts on how would be the best way to do that without affecting the
exising markets asthey are. This graph shows hdium sales -- refined heium sales of U.S.
produced helium over the last 15 years. The green is government refined, and then turn to

ydlow, theinkind. Thisblueis privatdy-supplied refined helium.
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The third mgor areais our hdium evauation gas andyds. One of thethingswedo is
we keep up with helium reserves throughout the country and to alesser extent the world. We
are anaturd place -- anaturd clearinghouse of where we can collect information and aggregate it
and put that out. We had -- as part of the Helium Privatization Act, it was required for usto
have the Nationad Academy of Sciences study the industry as awhole and the legidation in
particular. Some of the recommendations that they came out with were to more rigoroudy define
means of collecting data about the industry. And those are some areas that wed like some input
on. In particular, "Isthere away for the oil and gasindustry to include helium in their sandard
gas anadysis process to enable better data collection of helium content of gasfidds?' That's one
of the questions on your sheet that we passed ouit.

Another one, "What are the best ways for BLM to determine and confirm the location
and amounts of helium resources outside the United States?’ We have very little leverage outsde
of the United States for getting good, reliable information. Because what happens outside the
United Statesis more and more having an impact on our operations and production in storage
within the United States. So any thoughts that you might have in those areas would be very
helpful.

Should we put in the regulations ameans for collecting helium sdes data? Right now,
we basically go out and request about every five yearsthat data. And it's done on avoluntary

basis. But sometimes the qudity and the consistency of the data makes it very hard to come out
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with agood qudity product. Are regulations an answer in getting some kind of good data that
we can use to help us provide better information to the industry?

The other part of the hdium evauation and gas andydsis our gas analyss function.

We have alab that does gas andysis specificaly for heium. But they do afull mass spectrometer
andysisfor our field survey. That is a database of 20,000-plus gas samples; analyses since 1917
to present of helium-bearing and nonhelium-bearing gas formations across the country. We use
that database to help ustrack helium reserves, those that are depleting and nondepleteing, as well
as doing gas andysis for our sorage program itsdf. The helium coming out of the fiedd and
companies dong the pipding, it heps usinsure that our equipment is properly measuring gas and
functioning correctly.

Some of the areas weld like to look at there, a question we have, "Could members of
the oil and gasindustry send replicate gas stream samples to the |aboratory if requested?’ In
other words, is there a better way for usto collect gas samples from the industry to insure that
we get adequate coverage of the producing formations and those that are newly discovered?
Wed like as much input as we can in those aress.

Our last mgjor areaand probably the one needing the most regulations as far as helping
usto be able to do our job is keeping track with the helium produced on federd land. Our group
right now determines helium ownership rights as well as collects and audits fee sdes and roydties

from helium produced on federd lands. The stlandard BLM oil and gas lease, the Section 8 of
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that, reserves federaly-owned helium to the federal government. It aso stipulates that that
provision, that Section 8 provision, should be incorporated in any contracts that the producers or
pipeline companies might have with subsequent parties.

What we find isthat that section often is overlooked and not included within those
agreements. And the people downstream don't redlize that the helium that's produced from those
federa leasesian't theirsto produce and sdll. And right now that is a very strong weakness in our
ability to track that helium and properly recover federd moniesfor that. And that is something
that we wish to address in a couple of different areas. Some of the questions that we'd like to
have input on is " Can the process used for federa |easeholds (based on acreage and minera
ownership) be used for secondary units?*

"Isit reasonable to dlow an eight percent loss of helium from the wellhead to the point
of sale before seeking compensation?”

"Should we require a separate bond to cover helium production” as compared to the
oil and gas bonds?

"Is there away to encourage and enable economic helium production and extraction
when oil and gas wells are plugged or targeted for plugging?’ These are some of the areas that
wed like your input as much as possible.

This next picture shows that not only is the hdium indudry in this big continent area

where we have our storage field and pipeline, but adso there are private helium refineries in Utah,
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Wyoming, and eastern Colorado. And the possibilities are they are spreading because there are
helium in naturd gas reserves that possibly will be drained in the future. Soit's not just in this
midcontinent area.or what | cal the midcontinent area.

Quick summary before we get to your time. Again, we do have the traditional BLM
function, the I& E function (inspection and enforcement), and our land management activities, as
well asthe storage and transmission, crude helium sales, evauation andysis group, and the
federd lease lands group. Those are something that -- where we have a name change, when we
came under BLM or came under the  New Mexico jurisdiction, we changed our name to the
Amarillo Fidd Office. But we dways il put the Helium Operations after it because that's mainly
what our people know usby. And well dways be hdium, | believe, because of the storage field
and the program and keeping up with that helium produced on the federd lands.

But at thistime, I'd like to encourage those of you to step up and provide any
comments that you might wish to. But | recognize probably alot of you here are interested in
hearing what's being said. And if we'd rather, we could do more of a question-and-answer type
thing. And I'll be willing to answer your questions where they don't ded with policy. Because,
specificaly, what were doing thisfor isto get your input before we start formulating the policy
that dedls with these types of things. And so wéll try to do that as best we can. But I'm certainly
willing to answer any operationa questions or questions of fact that we can based on the

information | presented and anything else you might want to know about in this area.
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Thislagt dide has -- if you don't fed comfortable spesking in front of or saying
something that you might not want to say in front of some of your potentid competitors, you may
certainly send dl your forma commentsinto the e-mail address or carried by hand or mail. If
you just want more generd information that we don't answer here, you can check out our
website or emall this address here. And I'll leave this up for the remainder of the session so you
can copy it down at your leisure.

Any questions or comments? | usudly have aguy at our own employee mestingsthet |
can dways pick on to get the bal rolling. Because alot of times, once you get it going, things
gart happening. So we just need somebody to ask a smple question.

COMMENT: What's the status of your compressor now?

MODERATOR: My understanding is tomorrow they're expecting to run the 24 hour
acceptance test. And assuming that that is passed, it will be turned over for usto operate. So
were getting red close to putting that on-line.

Anything d<se?

COMMENT: Where did the eight percent loss number come from? From the
wellhead to the point of sde.

MODERATOR: That's asuggestion.

COMMENT: Isthat whet it is now?

MODERATOR: That's not what we use now. What we have now is based on
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policies, based on past practice, written up here localy. The whole point of the regulatory
process is to get something down that everybody -- not necessarily everybody will agree to, but
everybody will have had a chance to speak and comment on and get it down. And then
everybody will know without a doubt that's the rule, you know, because it's published.
Everybody knowsit. It's not just something that we've made up here.

COMMENT: You figured out. Right.

COMMENT: So dong those lines, redly, what if you've got a plant that can only
recover 60 percent of the helium that makes it to the plant?

MODERATOR: Wdl --

COMMENT: What do you --

MODERATOR: Repest that question alittle louder.

COMMENT: Okay. What if you're hung with a plant that can only recover 60% of
the helium that gets ddlivered to the plant? And that's discounting lossesin thefield. | mean, |
may not be getting 55% of the helium that's produced at the wellhead.

MODERATOR: Wédll, that'sagood point. What happens? That might say that the
eight percent is not reasonable. Maybe it would say that, based on the technology employed,
maybe there should be a range or something, aloss no more than. | mean, that's the point.
That's something that you would want to state that that could be a problem. So what's another

way of doing it?
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COMMENT: | think that each individua facility redlly needsto be looked at. You
know, in Kansas, | wouldn't have any problem with eight percent loss at dl because it's less than
that. Butin Texas. ..

MODERATOR: So would you say ahard-and-fast standard like that is not --

COMMENT: Feasble.

MODERATOR: -- feasblein dl locations?

COMMENT: Right. Tome.

MODERATOR: What would you suggest being different that might be alittle bit more
universal? Or isthere something that could be done that's a little bit more universal?

COMMENT: I'd have to think about it.

MODERATOR: Widll, st and think about it. Send your thoughtsin. Because
everything you say here -- not necessarily -- sSince nobody's coming up and speaking, just more
questions asked, you know, kind of anonymoudy. But at the sametime, dl that will be put ina
record as well as any comments that you send into any of those locations there. 1t will become

part of the database that we use to develop the regulations.

COMMENT: | have some answers here to the questions you asked. | can't speak for
the ail and gas industry specificdly, but | would think that they would certainly andyze the

product to see what kind of helium wasin that gas stream before they started upgrading it. As
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far asthe BLM sending the helium sample to us for our andysis and report back to you, that
would be no problem. Nor would we have a problem sending you a sample of ours ether.

COMMENT: | just wanted to make a comment or a suggestion thet if thereisa
question thrown out for feedback, if you could provide us with specific reasons why something
will or will not work, that will be alot more helpful than just saying, "That won't work."

MODERATOR: Certanly, the more specific you can bein any of your comments, the
more it helps us to understand what the problems are and how we might come up with away to
address the issue that we think we have. Or we may find that the issue we think we have isa
nonissue, shouldn't be aniissue. But the more information that we have, the more thoughts that
we have in those aress, it helps educate us, too. | mean, we certainly don't alege that we know
al and everything inthisarea. We know alat, but we know from our perspective. But you guys
have awhole range of experience and issues that well never be ableto tap into fully. But thisis
an opportunity to kind of bring that out.

And | don't expect awhole lot here. Thisiskind of our dry run so to speek. It'sour
first meeting. We have another one this Wednesday down in Houston, next Wednesday in
Portland, Oregon, and then the following Tuesday in Denver or Aurora, but it's Denver,
Colorado, and that following Thursday in Washington D.C.

And | think weve heard were going to have a potentialy good turnout in Houston.

And I would say in D.C. wélll probably get alot of refiners because that's up morein their
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country. And | think evenin Denver we may get alot of people. So it's an opportunity for you
-- you may hear this, and you may think of things after you go. That's why the comment period is
open for that longer period of time and gives you severd different means of being able to get your
thoughtsinto us. But | guesswhen it comes down to it, absent of any thoughts from the industry,
well come up with something. And that's not meant to be athrest.

COMMENT: Could you just address what it is you're trying to get to with the eight
percent S0 that maybe in our thinking we could respond with something? I'm sitting here thinking
about the plant | operate and the three that | have my gas processed a. And I'm thinking, what
can | do to give you something that's useful that doesn't try and subdtitute for the inherent
economics of the business?

MODERATOR: Wadll, I think we want to provide an incentive as much as possible to
insure that federdly-owned helium that's produced from the wellhead and is being shipped to be
recovered, that as much of that isrecovered as possble. Certainly there's economics on the
producer's standpoint that the more they recover, the more they're going to get their particular
piece of the roydty. So there's certainly that interest there. But, at the same time, is there some
other means that we can use to kind of help that dong and insure that -- you know, maybe it
could be seen as a carrot-and-stick approach or not. But is there another way to kind of help
add on to that?

And again, we have a standard that we use, but it's something that we came up with
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based on past experience. Isthat the proper yardstick to use? Maybe we're leaving something
out onthetable. And | think we're looking at alittle bit tighter spectrum than what weve used.
But that's kind of the area we want to talk about or get some comments on.

COMMENT: My first comment isgenerd. 1'd like to talk about helium conservation.
Thisis how the storage facility came into being. And the first comment I'd like to make is that the
time frame that the originators of the storage facility concelved of was much too short. They
thought that in the course of 40 years they would fill up the storage reservoir and empty it. And
they -- | think, very fortunately, they were wrong in that we are till enjoying the use of that
reservoir.

It's very difficult for ordinary folksto have even a40 year timeline. It's difficult for the
United States government. Congress doesn't, after awhile, like programs that don't go anywhere
for 10, 20, 30 years. But in this particular case, | think that those of us who have looked at the
world sources of helium and the emergence of helium markets certainly are convinced that thisis
aproblem that requires a very, very long view.

It's conceivable that some significant supply of helium can be made available to people
in the United States through the end of this century. It's not possible for any of usto have vision
beyond that. But a least we can see very dimly the possibility, not of sustaining the present
market, not of any kind of growth in the market, but at least the maintenance of some substantia

portion of the helium use that people in the United States have today through the end of the
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century. That won't be achieved unless both the private sector and the public sector look upon
thisasadigtinct god to continue to have a heium industry through the end of this century.

The private sector has pressures on it that compd it to turn its capital over rather
quickly. Anditsvisonisfairly short. But the people of the United States have a 200 year
history behind us. We expect to be here a hundred years from now. We expect our children --
| certainly don't expect to be here 200 years from now, but | expect my children and
grandchildren and their children will be here. And | wish them to be able to enjoy the same kind
of, not necessaxily theidentica kind, but asimilar kind of lifestyle to which we mogtly have
become accustomed. And that's going to include helium.

One of the things about helium that has been absolutely true in the past 40 years, 50
years, isthat the uses that exist today did not exist then. We're hardly using any helium at dl for
blimps and mgor lifting devices, which was essentidly the only usein 1950. All the other things
that we've done have come as the result of mgor new discoveries in science and technology.
And therés no evidence at al that thisis going to sop suddenly and cometo ahat. We can
expect 50 years from now to be using helium in waysthat you and | can't even imagine because
we just don't know about such things.

So it seems to me that one of the things we need to think about here is that the
presence of the United States government in the helium businessis important. It should continue,

and it should have a very long time line expectation. In dealing with the conservation sorage
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program, Congress, representing the kind of thinking that we mostly have about these things,
wanted to get rid of this program because it didn't seem to be doing very much. And they set a
catantimeline. Itisconceivable that one can utilize that timeline; that isto say, thetime
between 2005 and 2015 to accomplish the purposes that the Congress set in the law. But, in
point of fact, the storage program is going to continue to have a beneficid effect for aslong aswe
can keep helium in that storage dome. And s0 | think that in any other respect where we set
these policy guidelines, we ought to be thinking as much as possible in aslong avison as we can.
We're only human, were not gods, we can't foretell the future. But insofar as we have any
vison, we should let it be long-range.

The second thing I'd like to talk about alittle bit is the program in which the private
industry stores helium with the storage program. | was involved back in the mid-70s with setting
up the terms of that proposal. And at thetime, | wastold by various people, "Thisian't redly
very important because none of the private companies is going to want to put helium in the
ground and saveit.”

And since 1975, gpproximately two hillion -- gpproximately 20 hillion cubic feet of
helium has been entered into the program by private industry. Most of that, 15 out of the 20, has
dready come back to refineries and been used. But during that time, we established that the
storage program had a secondary vaue which was very, very large.

The primary vaue of the storage program was that the use of gas from the Hugoton
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fied for itsfue vaue was proceeding at a very rapid pace. But demand for the helium that was
associated with that gas was presently not very large. It was lessthan haf-a-billion feet ayear
back in 1960 when they started the program. And there was something like nine million cubic
feet of helium in the gas coming out of the Hugoton field every year. So that the current use was
an extremely smdl part of the totd available.

So the primary purpose of the storage program was to put the helium into storage
rather than seeing it wasted, and save it for afuture day when demand for hdium would still be
there, but the fuel gas available from the Hugoton field would be gone. And we know that that
day iscoming. The Hugoton field is depleting rather rgpidly and probably does not have a useful
life more than 15, 20 years. So the primary purpose is clear to understand.

The secondary purpose that developed since 1975 has been, in my estimation, of
extreme importance and that isthis: A hdium extraction plant is quite large because it hasto
process dl of the gas. The gas from Hugoton has only haf a percent of helium, which means that
you've got to process 200 units of gas to get one unit of helium. A helium refinery, on the other
hand, is quite smdl in comparison because it's dedling with something that's aready over 50
percent helium and just raising that up to purity and then getting it ready to be transported to
wherever it wantsto go. And therefore, it's quite important in the economics to run an extraction
plant a as high alevel of operation as you can, limited only by the gas that's flowing to the plant.

The refinery and transport operations have to be geared to demand. If nobody wants
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the helium today, we cant ship it. Y ou know, therés no placeto ship it toif thereisnt a
customer ready to take it. So thereisadiscontinuity between the extraction of helium from
natura gas and itsrefining and transport to market. And the storage program intervenes between
those two to alow the extraction plant to operate at its normal rate and the refinery to operate at
its normd rate, with gas going into storage when there's an excess and coming out of storage
when therésaneed. And that has been very clearly demonstrated over the course of the last 25
years, with many times helium going into storage and the storage building up, and then for a
period of time coming out of storage and supporting the market.

In 1982, something like 70 percent of dl the helium that went to users came out of
storage, because for various reasons, some of them business, some of them otherwise, there was
very little extraction going onin 1982. And in the year 2000, something Smilar happened. With
things occurring that limited production from alot of plants, lots of helium came out of storage to
support user.

The helium industry -- I've been a member of the compressed and liquefied gases
industry for 50 years, and the end products of that industry are oxygen, nitrogen, hydrogen,
things that get shipped in compressed gas or liquefied gas form. And I'm very familiar with that
industry. And it is an industry centered around loca production units.

Helium isavery srange product in that industry. Heliumisaworld market. A third of

the helium produced in the United States is shipped outside the United States. Thereare only a
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handful of locations throughout the world where helium is produced. And nevertheless, it's used
al over theworld. It's even used at the South Pole. | had persona experiences taking helium
down to the South Pole.

The thing about that is that you've got a product that's a by-product of an industry that
hasalot of variationsinit. And it's shipped dl over the world and used dl over the world. But
because of the storage facility and only because of the storage facility, inthepast 40 years,
the pricing of helium to consumers has been rdaively congtant. | don't mean congtant, buit |
mean it has not fluctuated.

You look at the price of ail inthelast year. It went from $10 abarrel up to $35 a
barrel, and now it's down alittle ways. The price of naturd gas has gone up and down. The
price of heating oil in the Northeast has gone through the roof, and hopefully it will be back down
again by next summer. But that doesn't happen to helium consumers even though it is probably
the mogt difficult liquefied gas to ship around the world. And it potentidly could have that same
kind of -- what would you cdl it -- up-and-down pricing. It doesn't. And the reason that it
doesn't is the impact of the storage system alowing excess to be put into storage and covering
deficits by taking out of storage. So that, essentialy, the supply is dways there to meet current
demands of customers al over the world.

And ancther interegting thing is thet this sorage facility isthe sorage fecility. Thereis

no other. There's several other sources of helium scattered around the globe, some of them quite
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large. But none of them possess this particular resource. And soit isn't just that this storage
facility balances the ups and downs of production from the Hugoton field. It balancesthe ups
and downs of production for the entire flow.

It balances the plant in Algeria. This summer it was cut back and produced only haf of
its normal capacity for various and sundry reasons, concerning Algeriaand the way that that plant
operates. All of that production that was normally going to Europe from Algeriaand which was
cut off because haf the plant wasn't producing was made up for by running the refineries
associated with the pipeline and storage field at a higher rate. And we shipped helium from the
United States to Europe to make up for the fact they didn't ship it from Algeria In smilar ways,
when production in various parts of the United States was cut back, then this part of the refining
capacity ran harder and made up for it.

The reason for talking about thisis to emphasize a couple of things. Oneisthat snce
the mid 1970s when the private industry was adlowed to participate in storing helium in the facility
and the present day, the United States government and the private industry have functioned
cooperatively. It's been ateam effort. Wasn't designed to be ateam effort, wasn't intended to
be ateam effort, but it has developed to be ateam effort, an effort that functions extremely well;
much better than anybody 40 years ago could have predicted when they said, "Okay.
Congress will passthis act and build this facility and store this helium, and you'll do weird and

wonderful things." Weird and wonderful things developed, and it developed from the fact that
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the government was willing to cooperate with private industry, and private industry was willing to
seek out and cooperate with the United States government. We think that thisisavery
important element to consider in making these regulations.

Now, | would like to speak to one of the points that was asked, and that is, how isthe
pipdine and storage facility functioning in this regard? And | think that we have to say that in the
past 25 yearsit has functioned extremely well. Where problems have existed, they have been
addressed and they have been or are being solved.

And the other thing that 1'd like to comment about isthe COMMENT: Can the way
that privatdy-owned helium is stored and withdrawn from the storage system, can it be
improved? I'm sure that human beings can aways improve upon amost anything. But that
system has functioned -- | hope that my little message up to this point has indicated thet -- that
system as functioned extremely well. The effort, as| say, has worked out to being a closdly run,
cooperaive teamwork. And | haven't got any suggestions at al for improving the way that
private industry can make use of the storage system.

I'd like to make, | think, just one more comment about that. At the time that the
government asked us in the private sector, "How should we go about creating a system for you
to store your helium and pay for that storage privilege," one of the things that we emphasized to
them at that time -- thisis 25 years ago. But we emphasized that what the private sector would

have a very difficult timein doing is paying for something before they had ause for it. But if the



10

11

12

13

14

15

16

17

18

19

24

payments could be made a the time that the helium was withdrawn from storage, the reason it
was withdrawn was that there was a market, an immediate market. Y ou take it out, you process
it, carry it to the seling point, and you sl it dl within avery short time period. And that gives
you the money, the income, for which you can then pay storage charges. And for 20 yearsthe
system was designed in exactly that way. And avery, very minor and dmost inconsequentia
charge was made when helium was entered into the storage, and dl of the rest of the charges
were due and payable when you took your helium back out of storage.

| think that in taking alook at the sale of hdium from the government-owned storage
reserve, that's something that ought to be taken into consideration. The Congress has desired
that it be s0ld at acertain rate. But the market demands helium at itsrate. And one of the things
that we certainly do not want to do iswe don't want stored helium to be used in preference to
helium that is able to be extracted currently. The emphasis should dways be to extract for use as
much as you can, and take out of storage only that portion that is necessary to balance with the
current demand.

And | think that's about dl that | wanted to talk about, but | might have some
comments a one of your other meetings. Thanks. Thanksfor listening.

MODERATOR: Anybody € se?

COMMENT: Just acuriosty. Do you ever see us getting into the Stuation where the

government would prevent sales offshore?
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MODERATOR: Do you ever see us getting in the position where we prevent sales
offshore, exporting it. W, | think that comes under the guise of speculation which were not
supposed -- which we're not supposed to be doing at this point.

COMMENT: But we do gppreciate your comment anyway. We like to hear them
anyway.

MODERATOR: Yes, yes.

COMMENT: Do you think that's possible?

COMMENT: Dol think that's possible? Oh, sure.

MODERATOR: Y ou think the government has the authority to do that?

COMMENT: | do. MaybeI'mwrong, but | do. | don't know if they do or not.

MODERATOR: Wall, our stated intent was to be here until 8:30. If we don't have
any other questions or comments -- and we haven't had anybody come in late?

RESPONSE: Everyonethat's basicaly been speaking has indicated that -- or anyone
that has come through that said they'd like to say anything -- | think alot of them have made their
casud comments. But, again, anyone who's not willing to formally comment this evening, as
you'l note on your handout and aso on the screen, again, there's severd ways to get information
to us. If theré's anything you can think of before we leave tonight, even if you don't have an
answer or acomment, you may have a question that may lead to a comment, we do gppreciate

it; any area, maybe, that you haven't heard discussed by Tim so far tonight. If you're thirsty, we
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have some water.

RESPONSE: Would they like a break and come back, or are we done?

MODERATOR: WEéll, we probably need to stay here until 8:30.

RESPONSE: Would they like abreak and maybe think about if they want to say
anything and come back, or are we done?

COMMENT: Maybe afive or 10 minute bresk.

MODERATOR: Yeah. Let'stake a 10 minute bresk and go to the bathroom or
whatever. And those of you that want to use thistime to leave, you can, or if you want to come
back, and well do that.

(Off the record from 7:32 p.m. to 7:49 p.m.)

MODERATOR: | guesswell go ahead and get back in session, if you will. | heard
everybody in various conversations, did it spark any comments or questions that you might have?

COMMENT: | wear two hats. | have aKansas crude helium business and a
Wyoming refined helium business, both of which could be affected by this. Mog of what I've
heard seems directed at the Kansas, Hugoton, midcontinent business and the long term contract
business that the BLM has with helium producers from federd land. If it is being addressed, |
don't see alot to give us guidance as to what to give input on. Would you address that? Do you
understand my question?

MODERATOR: Yegh. Arethe regulaionsthat we will put together, are they going to
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focus more on the smaller operators typically working in the Hugoton area as compared to those
that are more consolidated such as outside of that area?

COMMENT: Weél, and that are under long-term contracts.

MODERATOR: Isthat something that we can -- do we know that right now?

RESPONSE: What we do know is that what we want to do is enter agreements with
the extraction plants regardless of how large or smdll, but in standard guidance where we can.
But gtill understand and redlize that there's economicsinvolved, and that each plant hasto be
looked at. Which that trandates to we're not looking at a standardized contract, but agreements
with each plant. Does that answer your question?

COMMENT: Wadll, let metdl you what | understood from that. What | understood
from that is you're not planning to come out with regulations to address your long-term contracts.

RESPONSE: That exist --

COMMENT: That exist today. And that even new ones, that if there were
regulations, they would be broad enough to enable you to negotiate agreements that were
appropriate for the Situation.

RESPONSE: Well have to see. Because that's what we're looking at, where we
need to standardize, what we do need to do. And that's why we go back to the point to where
mainly what | can say iswere looking into entering into agreements with the extraction plants.

So that we're paid directly for the federal helium that's extracted.
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MODERATOR: Asan example, we do use standard contracts in our storage
operations and our in-kind sales operations. We do use standardized contracts. And part of it, |
guess, is because we can. But we recognize that in this Stuation where you're dealing with
different plants that have different capabilities, to come up with a standard contract, you might
lose more than you'e redly gaining, Sandardizing things. Does that make sense?

COMMENT: Isthere anything you can offer to kind of help address the concern
you've got, or isthat something you need to think alittle bit about? Because you obvioudy have
aconcern. If there's something you could throw out, even if it'sjust athought, it would be redlly
helpful to the team.

The only reason | put it that way is because you made the comment were the
regulations going to be a certain way. And what we redly want people to remember throughout
al these mestingsis that the regulations will be built around alot of the comments and hopefully
good comments that are going to be able to help be a good combination for the government side
and the industry side. So | don't want you to leave here thinking like you got an answer to your
thought when the thing we're asking for you isto turn that around as to what you would like it to
say that would help us address your concern. And then let the helium regs team be able to take
that thought and figure out away to come up with the best answer. | redlly want to stress that.

COMMENT: Let methink about it and see you in Houston or in Wyoming. Thanks.

MODERATOR: Would it be useful & some point -- now might be as good atime as
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any to go over what the next steps are in the process. Maybe.......... , would you want to go over
what this processis going to be? Weve started with the firdt listening sesson. Weve got four
more scheduled. What's going to happen after the comment period closes and the next steps? It
may be useful to kind of go through that and let people know what they can expect is coming
down the road.

RESPONSE: That's probably agood idea. I'm thinking that since Jeanneisthe team
lead, though, | don't -- she probably has her timeline. | know what you expect of me, but |
don't know that what my --

RESPONSE: The forma comment period closes March the 26th. Hopefully, within a
short time frame after that, well be able to provide feedback from al the meetings on what
questions did we receive, what kind of comments did we get. They'll be provided for public
review. Also, after the closing of the comment period, well begin drafting the proposed regs
based on -- and taking into consderation the comments we received through these public
meetings and listening sessons.

Ever how long it takes that firgt draft to go through processes. It's a pretty lengthy
process because there are certain requirements built in. 1t takes about a year --

MODERATOR: Interndly.

COMMENT: Interndly. And it takes about ayear to get those off the ground if

everything goes red well. So that comments will be put out there, or the proposed rule will be
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put out there again for public comment. Then well go through that comment and review process
until it's adone dedl and becomes afind rule,

MODERATOR: Would we have additiona public sessions after the proposed rule?

RESPONSE: That could be.

RESPONSE: That'swhat | was going to ask after she finished that part. What | can
addressis that dependent on how the comments come in, if it looks like therés alot of, you
know, concerns, confusion. Theresdl different types of ways that we can further the comment,
ether just put out notices, well take them by mail or email, or we can set up more sessons like
this. It will kind of be dependent on how the team feds that input needs to be continued and if
therésared concern ill within the industry.

Hopefully, these sessons are going to be able to give people enough opportunity to fedl
comfortable that you're given dl the opportunities to where when you see that rough draft come
out, it will be just minor quickiesthat you can email or whatever. But well do whatever it takes.
If it takes another round of meetings, that's definitely what will be set up. 1t's whatever the public
deems -- or basically what the team fedls that the concerns till are.

And then, obvioudy, after ayear, and they're working on it, and there till seemsto be
alot of areasthat they're getting, you know, continued input from the public on, that's not
something you're probably going to want to throw out there without getting more fine-tuning. So

that the goa will be when it goes live, everybody will fed as comfortable as possible.
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MODERATOR: And | would venture to say that if we don't have commentsin an
area that we're putting regul ations together on, we might put something together that when it
comes out in proposed form --

RESPONSE: Well generate some.

MODERATOR: Yesh.

RESPONSE: Obvioudy, we won't be able to make everybody happy. But thegod is
that we definitely want to give the true, sncere word to the public that we're here to listen. Just
as, you know, the comment | was making earlier thet if thereis a question in your mind that
you're thinking, "Well, what would aregulation do to this or that,” we ask you to turn that around
to how doesthat affect you either negetively or pogtively that you would like us to be aware of.

COMMENT: Could you further define that eight percent loss? | seeit'sfrom the
wellhead to the point of sde. Isthat the point in which you trandfer it to the refiners, or the point
a which therefiners sl it to the end users?

MODERATOR: Theway | interpret that is you measure gas coming out of the
wellhead. And let's say it's ahundred MCF of helium. When you sdl it, if youdont  sdll -- if
you sdll less than 92 MCF, there's a problem.

COMMENT: So that includes your losses, the pipdine losses, and my losses.

MODERATOR: WEéll, from the wellhead -- that's what that said.

COMMENT: From the end user.
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MODERATOR: Because we would presumably get our royalties based on how much
you sdll. So what that's saying is there's eight MCF that was produced out of the mineras that
we didn't get any money for.

COMMENT: Right. Canyou tell me right now how accurate the system is based on
your meter from coming out of the ground comparing it to dl the meters that the refiners have
going into their plants?

MODERATOR: Now, were not talking about helium that will be coming out of
sorage. We're taking about you have an operator that's got afederal lease, and he's producing
natural gas from the field and has helium in there. And he's made a contract with the pipeline
operator to take that gas. And that pipeline operator takesit to the extraction plant, and the
extraction plant -- hopefully that Section 8 has been carried al the way through, and that
extraction plant takes out the hdium. And then they maybe sell it, or it'srefined up to a product
that's sold. It'sthat processthere.

COMMENT: Okay.

MODERATOR: Andyou'e --

COMMENT: Youretaking drictly about the hdium content.

MODERATOR: Were deding with the helium.

COMMENT: So not so much at the dome --

MODERATOR: No, were not talking about the dome, we're talking about the
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hdium.

Yes sSr?

COMMENT: If you decide you need to recover -- say they're not ddivering that eight
percent, and you need to recover, do you go to the producer, the pipeline company, the
extraction?

MODERATOR: WEéll, that's agood question. That's a good question.

COMMENT: Got agood answer?

MODERATOR: Not today. But that isa potentiad problem. Because you've got
different people dong the way. One should be able to -- if theré's alinkage -- if the operator
knows they're producing, and they're sdling it to a pipeline company. And then the pipdine
company is sdling it to an extractor or however many -- if they know that that helium is coming
from this operator, being extracted to there, they should be able to know the custody transfer of
that gas. So they should be able to know where it's hgppening, where the lossis. But that
doesn't way's happen.

COMMENT: Don't let me put wordsin your mouth, but I'm seeing mysdlf with four
people between where | produce it and whereit gets actually sold. And | can see each of them
saying, "Hey, I'm only -- got a seven percent loss. It's these other guys you need to go after.”

Y ou multiply those dl together and boom. 1n most cases, I'm deding under very long-term

contractsthat | can't just go back and say, "Y ou need to make that different now."
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MODERATOR: That'sagood point.

COMMENT: Would it make a difference to say that helium is alocated both for
production and revenues based on content at the metered wellhead? And it'sal alocated back
to wellhead based on content &t the metered wellhead.

COMMENT: It'sdlocated back, or do you go by the wellhead meter?

COMMENT: Wéll, the volume of gas a the wellhead and the helium content in that
gas a the wellhead.

COMMENT: Okay.

COMMENT: From the helium you had at that point?

RESPONSE: Both helium production and revenues, the alocation for those are based
on helium content at the metered wellhead. So it's the content and the metered volume of gas at
thewellhead. And that alocation is used for production, helium that's extracted and sold, as well
asthe revenues recelved for the sdle.

COMMENT: What you're saying is less some acceptable loss fee.

COMMENT: And what's an acceptable |oss fee?

MODERATOR: Who said eight percent? What is an acceptable loss? | don't expect
you to have that off the top of your head.

COMMENT: | didn't redize that would be the number we were working with today,

50 | have no concept of coming from the refinery into the pipedine, into the dome, out of the
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dome, back to a user.

MODERATOR: But were not talking about the dome and storage and al that. | think
what we need to differentiate, if it comes from awell, and it goes to an extractor, and he doesn't
ship it on to arefiner, but it goes into storage, well, there's a break right there. Or you can
consider us perfect where we take it and give you back -- and you probably could. Not that
we're great, but we take -- we put on a account, in effect, what you put in storage, and what you
store from us. And we ddliver back what you put on account. We bear theloss. So, | mean,
you could just basicaly wash that al out because it's not afactor.

QUESITON: let me make sure | understand. Were you saying taking the actua sde
at the extraction plant and dlocate it back to the wellhead based on --

RESPONSE: Based on content at the metered wellhead. That's why it's important to
know what is an acceptable processing loss from wellhead to point of sde.

COMMENT: All right. So let mejust use Some numbers just to make sure |
understand. Let's say -- I'm going to use smple numbersthat we can dl doin our head. Let's
say | produce a hundred thousand cubic feet of gas, and it's one percent helium. Soon a
theoretica basis, I've now got one thousand cubic feet of heium. Okay.

My gatherer takesiit, he givesit to apipeline, it goesto my extractor. And my
extractor tells me I've got, you know, "Hereis your hdium. And it's 750 cubic feet.” Sowhét |

report to you isthat what was alocated for that well is that 750, which meanstherés a 25
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percent loss. And you say, "Hmmm. That's more than eight percent.” And we say, "Is that
reasonable,” and we look into the reason why. Isthat what you're thinking?

COMMENT: And the answer may be that my gas goes to an old plant, and they cantt
do any better than that.

RESPONSE: Well be looking & judtifiable losses. If you look at the wording, and it
says, "Eight percent before seeking compensation.” That means we would like to see should we
look for more money, or are there justifiable reasons for the losses.

MODERATOR: So it becomes like aguiddine, a set point or atrigger to -- for further
inquiry about theloss? It wouldn't be a hard-and-fast rule?

RESPONSE: Maybeit will. Should there be a stlandard?

COMMENT: Tim, could we have copies of your dides that you did?

MODERATOR: Yeah. | don't have copies.

COMMENT: Arethey somewhere we can get them?

MODERATOR: Could we put this up on our Internet site?

RESPONSE: (Nods head up and down)

MODERATOR: WEell put it up there.

COMMENT: The other thing is, on that storage and transmission, it sounds like we
need to be looking at, from the commentsin the room, not only to 2015, but storage and

transmission regs that could go beyond that.
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MODERATOR: Wédll, the way the law reads, the Helium Privatization Act of 1996, it
says no later than 2005 you'll start to sdll off the helium reserve over a 10 year period. Youll
offer for sde -- that was the -- you'l offer for sale one-tenth of the reserves starting no later than
2005 through 2015. It prescribes the minium price dso. And that's at a price that will be
designed by caculation to diminate the helium debt, which we haven't talked about. And that
priceis crude helium price that is roughly equivaent to the refined helium price.

COMMENT: Soit may not be bought.

MODERATOR: That'sright. It may not be bought. It's going to be the market that
can determine can the price that we are going to have to, by law, offer that, isit going to be
bought?

COMMENT: The other side of that, while the producers are till producing helium,
you could theoretically have more than your 30 MCF of helium in your dome because you may
be buying some and storing it. Correct?

MODERATOR: Wewon't be buying helium. The government's -- up until 1996,
there was il language in our authorization to buy hdium. Thereis private helium being stored.
But that's different than the 30 hillion cubic feet. In the field, there's not any difference. But we
have alittle under 30 hillion cubic feet of government-owned helium that was purchased during
the conservation program. And about 4.5 billion cubic feet that's stored under contract by

private companies.
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COMMENT: So, theoreticaly, the 4.5 could go up.

MODERATOR: Could go up, could go down. Inthelast year, it's gone down pretty
seadily. But as Art mentioned, thereé's some reasons for that. Are they going to continue or not,
well see. But if it trends down the way it is, by 2005 there may be amarket for it. It'shard to
tell. My crystd ball doesn't dways work.

COMMENT: Therewill be amarket for it at some point, it'sjust when.

MODERATOR: Yeah, therewill be amarket for it. And it may be that different
companies will bein that market at different times. It's not going to be like everybody's going to
be ready for it at the sametime.

COMMENT: But you have to offer for sale from 2005 to 2015.

MODERATOR: No later than. And redly, it's when these regulations are in place,
we could gart offering it for sale at that time. So it could be 2003. If we've got ayear for
internad churning of this stuff and another year to do the externd churning of it. We figure two
years from now, 2003. 'Y ou know, we might be able to start offering for sale by 2003. Could
be sooner, but | wouldn't bet onit. And it seemslikealongtime, and | guessitis.

COMMENT: You'e saying you could start offering for sale up to 2005. Y ou don't
have to wait until 2005.

MODERATOR: The way the legidation reads, you do not have to wait until 2005; no

later than 2005.



10

11

12

13

14

15

16

17

18

19

39

COMMENT: Exactly what will you sdl”?

MODERATOR: Crude helium in the ground is what we would sdl.

COMMENT: Do you el the gructure, the facility?

MODERATOR: No, the helium.

COMMENT: The hdium only, okay.

MODERATOR: Inanaccount. Right now, it's-- you're buying -- the way our
in-kind saleswork is you're buying helium in an account. And once it's paid for, we transfer the
helium purchased into your storage account which you can draw upon asyou seefit. Soit's
redlly a paper-book transaction. But you're paying for it up-front.

But the way that's working, though, you have private refiners are selling to federd
agencies and their contractors. They've made asde. They sold red refined helium and gotten
the money for it. And then on a quarterly basis, they report to us how much refined sesthey
made. The federd agencies and their contractors report to us how much they bought.

We match those up, bill the company, the private refiner, for that helium. Once were
paid, we then trandfer that amount of helium from the government 30 billion cubic feet over into
the private account, that four and-a-haf billion. So their sales are being replaced MCF for MCF
with government-purchased, conserved crude helium in the ground.

COMMENT: And any money generated between now and then from whatever

source, they gpply it againgt the helium debt which will lower the price.
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MODERATOR: Waéll, kind of. Theres il ahdium fund out there. The helium debt,
whichisabout $272 million of principa that was accrued from the 60sinto 1973 -- and | might
add, about athird of that cost -- the actua helium cost was about 50 percent higher than that.
About athird of that cost was financed out of operations during that time.

Wil that $272 million had interest gpplied to it, to where the totd helium debt is alittle
under $1.4 hillion. That'sin the treasury, a paper debt againgt the helium program. Right now,
in the helium fund, weve got between $30- and $40 million. And that's due to generated funds
from the disposa of property no longer needed, to in-kind sales, to Storage operations, to
whatever. That money goesin, we do our operations and take the money out. But over the last
severd years, weve paid about $10 million ayear againgt that debt.

Once we gart sdling crude heliumin  earnest -- if we sold it at the rate that the
legidation envisions, about 2.5 billion cubic feet ayear, that would generate an awful lot of cash
that would offset the cost of the debt. Now, the way we calculate the debt is, the debt -- or the
price of the helium is, the debt divided by the amount of helium in the reserve, adjusted by the
CPI from December 1935.

Well, that adjustment there, the inflation adjustment, raises that price of helium to where
you're paying back alot more than just the straight unit cost. So the caculated minimum price
keeps going up until we start making big payments againgt it, until you start sdlling large volumes

of crude helium. And then with that CPl adjustment, it starts knocking down that minimum price
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that we would have to charge to the point where, if it projected out the way the legidation saysiit
would go, the minimum price would be less than when we sarted ouit.

Now, whet'll I'll say just alittle bit more before crossing that line, | think, isthat's
counterintuitive; that as you get further on, you're going to start sdling it for lessprice. 1 mean,
that doesn't -- in my opinion, doesn't make sense. And maybe | shouldn't say that, but it's on the
record.

COMMENT: 1 think, al you haveto say isit'saminimum price --

MODERATOR: It isaminimum price.

COMMENT: -- not amaximum price.

MODERATOR: That'swhat the legidation -- the minimum price calculated based on

COMMENT: So, in essence, what you're saying is the more money you can generate,
the more likely it'sgoing to sell. Because the price will be chegper, the minimum price.

MODERATOR: | don't think you can make an assessment that far out and say that
everything is going to fal into line to where that could hagppen. | mean, if everything goes
according to the legidation, then you could probably say that.

Anything ese? | think it would be safe to adjourn. Thank you al for coming. And for
those of you that will go down to Houston, I'll see you in Houston or Portland or Denver or D.C.

I'll beat dl of them. Thank you.



(Mesting adjourned a 8:17 p.m.)
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